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BANGLADESH = KEY ECONOMIC INDICATORS 


All values are in millions of U.S. dollars unless otherwise noted. The 
Bangladesh fiscal year is from July 1 to June 30. The exchange rate used 
is that prevailing on August 1, 1991: 36.49 taka to the dollar. Figures 
for FY 1991 represent projections and estimates. 
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SUMMARY 


As one of the world's poorest countries, Bangladesh has struggled 
since its independence in 1971 to raise the standard of living of 
its large and rapidly growing population. With per capita income 
of only $200, life expectancy at 55 years and literacy estimated 
at only 33 percent, Bangladesh remains a largely agrarian nation 
which has not yet managed to generate the dynamic growth rates 
attained by many other developing Asian nations. Extensive 
unemployment and underemployment, a low level of 
industrialization, and the country's high population density of 
over 2000 people per square mile also work to inhibit economic 
progress. 


Following a bumper crop and an overall growth rate of over 6 
percent during Bangladesh FY 1990*, Bangladesh's economy suffered 
three major shocks in FY 1991: the Gulf War, domestic political 
turmoil leading to the overthrow of the country's leader, and a 
devastating cyclone which ravaged the nation's southeast coast on 
April 29, 1991. These factors combined to reduce growth of both 
agricultural and industrial output, leaving Bangladesh with about 
3.2 percent growth in real GDP, slightly ahead of the population 
growth rate. Barring major calamities, growth for FY 1992 should 
be well ahead of this figure, between 4.5 and 5 percent. 


Historically accounting for about 7 percent of the country's GDP, 
foreign assistance disbursements were down in FY 1991, as 
Bangladesh was unable to furnish adequate local currency matching 
funds to activate donor commitments. Despite the 12 percent fall 
in aid disbursements from $1.81 to $1.59 billion, the donor 
nations made record pledges for FY 1992 amounting to $2.3 

billion. As in previous years, disbursements may be held up, in 
keeping with the terms of loans from the International Monetary 
Fund, World Bank, Asian Development Bank, and other donors, if the 
government is unable to resist pressure from the many interest 
groups opposing various privatization and liberalization measures. 


On the macroeconomic front, Bangladesh did a good job adhering to 
the terms of its structural adjustment loans throughout FY 1991, 
even as the government was buffeted from without and within. 
Monetary growth was at a record low of 12.5 percent, and the 
fiscal deficit was within the prescribed guidelines. Moreover, 
Bangladesh's current account deficit declined sharply during the 
year, although much of this drop was due to lower imports stemming 
from depressed demand. Despite discouraging results in the 
industrial sector, exports were up about 10 percent. Bangladesh's 
foreign reserve position was much improved over FY 1990, with 
holdings of foreign currency almost doubled, to $775 million. 


For American marketers and investors, the main business 
opportunities in Bangladesh continue to be in providing material 
support and technical assistance to donor-financed projects. Over 
the medium term, telecommunications equipment and services, power 
generation equipment, oil and gas drilling services, and 
commercial aircraft appear to be the areas which offer the best 
prospects to American businesses. The investment climate in 
Bangladesh continues to be uncertain, but shows some signs of 
improving. 


A. CURRENT ECONOMIC SITUATION AND TRENDS 


Background: Located at the confluence of the Brahmaputra and 
Ganges rivers, Bangladesh is a low-lying nation with fertile soil 
and high susceptibility to floods. Once the agricultural 


*Note: The Bangladeshi fiscal year runs from June to July. By 
convention, the fiscal year will be expressed as the latter of the 
two calendar years involved, so that FY 1992 will refer to the 
period from July 1, 1991 to June 30, 1992. 
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hinterland to Calcutta, the land of present-day Bangladesh 
continues to be farmed extensively, generally by traditional 
methods. Although the share of industry in national output has 
grown slowly since Bangladesh's independence from Pakistan in 
1971, the country remains primarily agricultural. Most people 
live and work on farms, and about 40 percent of GDP comes from the 
agricultural sector. With 115 million people crowded into an area 
the size of Wisconsin, Bangladesh has the highest population 
density of any non-urban country in the world. 


Since it came into being, Bangladesh has been one of the world's 
poorest countries, even though it has managed to raise per capita 
real income slowly over its 20 year history. Bangladesh's 
difficult circumstances have drawn significant assistance from 
developed nations and from the multilateral lending institutions. 
Aid levels have historically run at 7 or 8 percent of GDP, and 
even higher amounts would probably be spent were it not for the 
relative scarcity of local matching funds for financing 
development. Other factors impeding aid disbursement include 
bureaucratic inertia in the Bangladesh Government, together with 
an often cumbersome decision-making process. This situation has 
led to a backup in the aid "pipeline" of approximately $6 billion. 


Structural and institutional problems, many stemming from a 
commitment to discredited, interventionist economic policies, have 
combined to impede progress in the past. However, a recent 
democratic election and a growing acceptance of market principles 
offer promise for future development. Indicative of the move away 
from outdated socialist production strategies is the current 
process of privatization of state-run industries. Although the 
need for privatization is widely recognized, even by bureaucrats, 
progress has been slowed by resistance from various special 
interest groups. 


Agriculture: Rice is Bangladesh's main foodgrain crop, with wheat 
a distant second. Over the years, rice production has risen 
fairly steadily, to the point where Bangladesh is almost 
self-sufficient in its staple crop. At an estimated 19.13 million 
metric tons in FY 1991, food grain production is up very slightly, 
about one-quarter of 1 percent over the bumper harvest of FY 

1990. Of this total food grain output, 18.23 million metric tons 
is from the country's three main rice crops, while wheat accounts 
for the remaining 900,000. Crop loss due to cyclone damage may 
have reduced total food grain output by about 1 percent. 


While the Bangladesh Government predicts that FY 1992 food grain 
output will be 20 million metric tons, some experts feel that 19.5 
million tons, representing a 2 percent increase over the past 
year, would be a more realistic figure. Although agricultural 
productivity has been enhanced in recent years by the government's 
moves to liberalize fertilizer markets, any significant future 
gains will probably come from an expansion of the total cropped 
area under irrigation. Aside from announcing a general amnesty, 
promised by both parties during the parliamentary election 
campaign, for agricultural loans up to 5000 taka (about $140), the 
government has taken few measures to stimulate agricultural 
production over the past year. 


Food donations of 1.54 million metric tons, including donations of 
473,000 tons of wheat from the United States under the Title II 
and Title III PL-480 programs, made up the difference between food 
production and demand in FY 1991. Because of hardships induced by 
the Gulf War and the April 29 cyclone, Bangladesh made only 
nominal commercial purchases of food grain in the past fiscal 
year, amounting to 36,500 tons. To insure food security, 
Bangladesh also maintains a reserve stock of grain, currently 
estimated at about 1 million tons. 


-- 
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Next to rice, jute, the traditional "golder fiber" of East Bengal, 
is Bangladesh's most important crop. Once the source of most of 
the country's export receipts, jute's has declined in prominence 
in recent years, as world demand for such jute products as 
carpet-backing and burlap bags has stagnated or fallen. As the 
world's premier jute producing nation, Bangladesh has suffered 
from this shift in demand and consequent reduction in the world 
price. Exacerbating the situation is the fact that most of 
Bangladesh's jute milling capacity is owned by the state and 
dominated by militant labor unions, making it that much more 
difficult for the jute sector to adapt to changing market 
conditions. Currently, jute and jute products account for about 3 
percent of overall GDP and 23.3 percent of export receipts. 


In addition to jute, Bangladesh exports minor amounts of 
vegetables, largely to South Asians living overseas. Sugar 
production, although a large domestic agro-industry, is not 
sufficient to satisfy domestic demand. Growth in the industry is 
impeded by a relatively high level of state control, with 
large-scale smuggling of sugar from India posing a threat to the 
government's nationwide network of sugar mills. 


Industry: Difficult to measure in the best of times, 
Manufacturing output in Bangladesh appears to have been relatively 
stagnant over the past four years, registering only 1 percent 
growth since FY 1988, and an actual decline over the past fiscal 
year. While the main export industries -- garments, leather, and 
seafood -- continue to expand at a healthy rate (see section on 
exports), firms producing for the domestic market have not been 
able to generate any sustained growth. Culprits cited in 
explaining this disappointing performance include lack of 
efficiency in capital markets, and dampened demand owing to the 
onslaught of natural disasters over the past four years. 


Parastatal industries deserve some of the blame for this impasse, 
as state-owned jute mills, sugar mills, steel mills and other 
factories are frequent money losers. Although the private sector 
now accounts for 80 percent of all manufacturing production, a 
much greater proportion than in the early years of Bangladesh's 
independence, the state controls key non-manufacturing industries, 
notably power and telecommunications, together with railroad and 
airline transportation services. Within the public sector, the 
Bangladesh Power Development Board (PDB) has been a major source 
of headaches for policymakers and for the donor nations. Despite 
its extraordinarily high "system loss" rate of 42 percent of 
electricity and expected receipts, the PDB, led by militant trade 
unions, continues to resist government attempts at streamlining 
its operations. 


Continued privatization of public sector industries and 
strengthening of the private sector is a major theme of the 
Bangladesh Government's long-awaited industrial policy, announced 
in July 1991. For the first time, foreign equity participation of 
up to 100 percent will be allowed on investments anywhere in the 
country, and not just in special export processing zones. 
Moreover, foreign investors are assured that they will be treated 
on a par with domestic capital. However, despite these assurances 
foreign investors continue to face bureaucratic impediments such 
as those posed by the nation's drug manufacturing laws, which 
effectively prohibit foreign corporations from producing certain 
types of commonly used legal drugs in Bangladesh. 


Overall, the outlook for industrial growth during FY 1992 is 
mixed. Implementation of the new industrial policy, which ought 
to have the effect of stimulating private sector activity and 
foreign investment, will take time. Moreover, the move towards 
more open markets will certainly meet resistance, not only from 
entrenched bureaucratic interests, but also from economic 
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attitudes conditioned by many years of state-directed 

development. Assuming some resurgence in domestic demand, 
relative domestic tranquility, and continued international markets 
for Bangladesh's main exports, real industrial growth should be 4 
to 5 percent in FY 1992. 


Macroeconomic Trends: Responding to tight credit policies and to 
weak import demand stemming from the Gulf War, inflation was at a 
relatively low 8 percent for FY 1991. Money growth was 
dramatically below the rates of previous years, at an annual rate 
of 12.5 percent, in contrast to rates throughout the 1980s of 15 
to 20 percent or higher. Because Bangladesh's money supply is 
controlled through refinancing rather than open market operations, 
a reduction in the demand for loans in FY 1991, coupled with an 
improvement in loan repayment rates, led to limited growth in 
private sector credit. Similarly, low public sector borrowing 
directly reduced the need for refinancing, thus keeping the money 
supply in check. 


Seeking to establish its progressive economic credentials, the 
newly elected Bangladesh Government proposed its first annual 
budget in June 1991, stressing deficit reductions, new measures 
for raising government revenue, and increased expenditures on the 
country's Annual Development Program. While no firm statistics 
are yet available, it appears that the Bangladesh Government ran 
an actual budget deficit of approximately 8.2 percent in FY 1991 
(most of the shortfall being made up by transfers from donors). 
The government's revenue and expenditure projections based on its 


current budget would put the budget deficit at about the same 
level in FY 1992. 


Numerous interests may threaten the government's efforts at 
practicing fiscal responsibility, however. Two months after the 
budget was introduced to Parliament, the administration acceded to 
demands from government workers for a pay hike by granting pay 
raises averaging 50 percent over previous salaries, thereby 
raising the government's total wage bill by about 13 percent. 
Government sources claim that the budget can still be maintained 
in the face of the pay raise, but donor nations, the IMF and the 
World Bank remain concerned that the pay raise will come at the 
cost of cutbacks in the Annual Development Budget. 


By contrast, the government has been fairly successful in holding 
the line on the new value-added tax (VAT), introduced in the FY 
1992 budget with the intention of slightly enhancing short-term 
revenues, while improving tax buoyancy, or the income elasticity 
of tax receipts, currently quite low at .85. The VAT, which is 
now set at 15 percent of value-added in any given stage of 
production, stirred up a storm of protest leading to the granting 
of VAT exemptions on a peculiar array of items, including 
textiles, cold storage services, and aluminum cooking utensils. 
Nevertheless, the government, aware of Bangladesh's poor 
performance in generating tax revenues, has stuck with the overall 
VAT package and reported higher-than-expected revenues from this 
source over the first two months of FY 1992. 


Problems in the banking and capital sector continue to impede 
Bangladesh's development efforts. With loan recovery rates as low 
as 30 percent, bad loans represent a significant systemic failure 
in the Bangladesh economy. Defaults are both a source and symptom 
of the failure of Bangladeshi banks to function as efficient and 
reliable suppliers of capital to investors. Moreover, the 
recapitalization required to keep banks solvent in the face of 


such large defaults often leads to large and unplanned changes in 
the money supply. 


In order to improve the efficiency of the capital sector, the 
World Bank, with the assistance of the U.S. Agency for 
International Development (USAID), embarked on a financial sector 
reform program (FSRP) in 1990. Under the FSRP, the Bangladesh 
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Government has issued bonds through the Bangladesh Bank to pave 
the way for the use of open market operations to control the money 
supply. Other financial reform measures have included reducing 
some interest rate subsidies and getting banks to classify some 
bad loans more accurately. More spectacularly, the Bangladesh 
Bank, acting on the basis of its interpretation of conditions laid 
down by the IMF and the World Bank, prompted the publication in 
May of lists of leading bank loan defaulters, all of whom were 
thereby denied access to banking facilities. The ensuing public 
hue and cry was louder than the central bank had apparently 
expected, with many critics maintaining that the lists did not 
distinguish between honest and bad faith debtors. 


With the new government still coming to grips with economic 
policy, the macroeconomic outlook for FY 1992 is not yet clear. 
While monetary policy will continue to be responsible and 
conservative, the large pay increases granted to government 
workers cast some doubt over the government's fiscal management. 
It is probable that the government, chastened by the public and 
donor reaction to the pay increases, will attempt to demonstrate 
its backbone by holding the line against other special interest 
groups. Doing so in Bangladesh's volatile and strike-prone 
economic climate will prove difficult, and the government may not 


be able to resist wage pressures pushing inflation back towards 
the historical level of 10 percent. 


Import Trade: Imports to Bangladesh fell significantly during the 
fiscal year, by 7.6 percent in nominal dollar terms over the 
previous year's total, resulting in a total import bill of $3.5 
billion. Interference from the Gulf crisis and reduced import 
demand stemming from domestic political unrest were mainly 
responsible. Aid flows, which account for approximately half of 


Bangladesh's total imports, fell by 12 percent, indicating that 


most of the dropoff in imports was due to lower levels of foreign 
aid disbursements. 


At an average of something over 50 percent, tariffs in Bangladesh 
remain high by world standards, although they are considered 
moderate in the context of South Asia. The new government has 
indicated its acceptance in principle of the need to reduce 
tariffs, but has not made any substantive moves to do so in the FY 
1991 budget, claiming that tariff levels must be maintained for 
the time being as a needed source of revenue for the government. 


Nevertheless, Bangladesh recently agreed to a proposal from the 
World Bank to keep tariffs on most goods at or below 100 percent. 
The World Bank and other donors aim to get the tariff ceiling 
reduced to 75 percent in the coming year, but revenue concerns and 
resistance from domestic producers may make this difficult. More 
promising is the progress recently made by the government in 
removing a large number of items from its list of banned imports. 


Export Trade: Frequently touted as the key to Bangladesh's future 
growth, exports in FY 1991 stayed well ahead of the previous 
year's record pace, about 13 percent higher in nominal dollar 
terms. Taking into account interruptions from the political 
strikes of 1990, from the Gulf War, and worst of all, from the 
April 29 cyclone, the record of strong real growth in the export 
sector must be considered an impressive achievement. 


As they have for the last few years, ready-made garments led the 
way in the export sector, with more than 40 percent of total 
receipts. Leather.goods and frozen seafoods, next to garments 
Bangladesh's two most promising export industries, continue to 
take approximately 12 and 9 percent of total exports 
respectively. Jute, once the country's main export, still 
accounts for about 23 percent of Bangladesh's total export 
receipts, but domestic production troubles and reduced demand 
overseas do not bode well for the jute industry. 
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In the absence of disturbances on the order of those which struck 
the country in the last fiscal year, Bangladesh should be able to 
maintain its trend rate, established during the 1980s, of 15 to 20 
percent annual growth in exports. A restraint on the continued 
rapid expansion of exports is the system of import quotas on 
textiles established under the Multifiber Arrangement. Although 
garment exports are now evenly divided between the European and 
U.S. markets, quotas on garment exports to the United States have 
directed most of the expansion in the garments trade towards the 
European Community market, which has yet to impose quotas on 
Bangladesh exporters. 


External Accounts: Despite its trade account deficit of $1.82 
billion and current account deficit of approximately $1.12 
billion, Bangladesh enjoyed a positive balance of payments during 
FY 1991 of $380 million, thanks to the infusion of $1.59 billion 
via foreign aid transfers. As a result, even though aid 
disbursements for the year were some 12 percent lower than in FY 
1990, the overall improvement in the balance of payments led to a 
virtual doubling of foreign reserves in the Bangladesh Bank, from 
$469 to $775 million. This total, equivalent to 2.7 months worth 


of imports, is generally considered to be an adequate level of 
reserves. 


The improvement in the balance-of-payments situation in FY 1991, 
although intrinsically desirable, largely reflects a falloff in 
import demand associated with a relatively sluggish economy. If 
the government is able to move toward its announced goal for FY 
1992 of stimulating investment flows, the balance of payments 
should become slightly negative again, as it was in FY 1990. 


Bangladesh's ability to keep its current account deficit at a 
manageable level is largely due to the flow of hard currency 
remittances from Bangladeshi workers abroad, most of them in the 
Middle East. Surprisingly, official remittances from overseas 
Bangladeshis stayed at the levels of previous years during FY 
1991, at $763 million, despite the exodus of Bangladeshi workers 
from Kuwait and Iraq. In addition to the official remittances, a 
Significant but unknown amount of hard currency is sent back to 
Bangladesh through unofficial "hundi" operators, who offer 
slightly higher rates and more efficient service than the banks. 
To encourage overseas workers to funnel remittances through 
official channels, the Bangladesh Bank offers wage earners a 
secondary exchange rate for selling foreign currency, which runs 
about 2 percent higher than the primary rate. 


Another factor contributing to the positive balance of payments 
picture is the Bangladesh Bank's willingness to devalue the taka, 
Maintenance of a reasonable exchange rate under the central bank's 
flexible rate policy has helped to promote exports and to keep 
reserves at a desirable level. In keeping with the flexible rate 
policy, and probably in response to large devaluations in Nepal 
and India, the Bangladesh Bank devalued the taka by 1.95 percent 
in early July, from 35.79 to 36.49 taka to the dollar, following 
this in late August with a further 1.1 percent devaluation to 
36.89 taka to the dollar. Despite its announced willingness to 
merge the primary and secondary exchange rates, the Bangladesh 


Bank continues to maintain an approximately 2 percent differential 
between the two rates, 


Assessed on the basis of outstanding principal, Bangladesh's 
national debt was about $11.09 billion as of June 1991, up 8 
percent from the June 1990 debt of $10.26 billion. Because 
virtually all of the country's outstanding debt has been granted 
on highly concessional terms (e.g., 1 or 2 percent interest, 
30-year maturity and a 20-year grace period) by donor nations and 
multilateral lending institutions, the net present value of the 
debt is far lower than the face value. Of the total national 
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debt, about $1.23 billion is owed to the United States as an 
obligation incurred through PL-480 Title I food disbursements. An 
additional $292 million in debt to the United States, representing 
development assistance loans given in the late 1970s and early 
1980s, is expected to be written off under U.S. debt forgiveness 
legislation by the end of U.S. fiscal year 1991. 


B. IMPLICATIONS FOR THE UNITED STATES 


U.S.-Bangladesh Trade: As a major purchaser of Bangladesh's main 
export (garments), the United States actually runs a trade deficit 
with Bangladesh of approximately $350 million. According to U.S. 
Department of Commerce statistics, in calendar year 1990 the 
United States imported $538 million worth of goods from 
Bangladesh, up 25.7 percent from 1989's record total of $428 
million. On the export side, the United States sent only $181 
million worth of goods to Bangladesh in 1990, down almost 36 
percent from the preceding year. Additional U.S. assistance 
provided to Bangladesh in the aftermath of the cyclone worked to 
increase U.S. exports at the end of the Bangladeshi fiscal year, 
and imports declined slightly during January-April 1991, so that 
the trade deficit for FY 1991 was probably about $300 million. 
About one-third of U.S. exports to Bangladesh was financed by U.S. 
Government loans and grants. 


Principal U.S. exports to Bangladesh include aid-financed 
commodities such as wheat, soybean oil, fertilizer, electrical 
equipment, and contraceptives. Commercial sales in past years 
have included aircraft (four McDonnell-Douglas DC-10's purchased 
by the national airline), oil and gas drilling equipment and 
telecommunications equipment. Because of hardships imposed by the 
Gulf War and the April 29 cyclone, Bangladesh was excused by the 
donors from purchasing most of its usual marketing requirement of 


food grain, amounting in an average year to about $30 million. 
All grain imported from the United States was financed through the 
PL-480 Title II and Title III programs. 


U.S. imports of garments made in Bangladesh have increased as the 
Bangladesh garment industry has taken off. The dynamic growth in 
the garment trade between the United States and Bangladesh has 
been abetted by U.S. MFA (Multifiber Arrangement) quotas for other 
textile producing countries such as Thailand and Sri Lanka, which 
have the effect of displacing garment manufacturing to other 
low-cost producers like Bangladesh. In addition to garments, the 
United States also imports frozen seafood and jute products from 
Bangladesh. U.S. imports of both of these goods declined in FY 
1991. 


Investment: Encouragement of foreign investment is a frequently 
voiced priority of the newly elected Zia government, as it was of 
the regime which preceded it. To reduce the red tape associated 
with foreign trade and business startups, the Ershad regime in 
1989 redesignated its Directorate of Industries as a Board of 
Investment (BOI), and assigned it the task of assisting new 
investors in Bangladesh. Although the BOI has made some progress 
towards achieving this goal, many now charge it with retaining its 
regulatory attitudes. More promising for investors is the 
promulgation of the new industrial policy, discussed in this 
report in the section on industry. It must be recognized, 
however, that it will take some time for the government to enforce 
the policy's guarantees of evenhandedness in dealing with public 
and private, and domestic and foreign, investment. 


Currently, the total value of U.S. investment in Bangladesh is 
approximately $40 million. This total is concentrated in the 
physical assets of a life insurance company, a vegetable oil 
processing and storage plant, a sewing machine company, and two 
pharmaceuticals firms -- Squibb and Pfizer. In addition there are 
the financial assets of American Express, the sole American bank 
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doing business in Bangladesh. Citibank also maintains a 
representative office in Bangladesh which provides financial 
consulting and overseas account management services. 


Although it only represents a small proportion of export-oriented 
production and a total of about $80 million in investment, 
Bangladesh's export processing zone (EPZ), located near the main 
port of Chittagong and containing 40 active plants, is the focus 
of an increasing share of attention and overseas investment. By 
providing relief from bureaucratic red tape and customs 
formalities, together with ready access to international markets 
through the nearby port, the EPZ has attracted capital from Japan, 
the United States, Sri Lanka and Pakistan. U.S. involvement in 
the EPZ consists primarily of four textile factories, with a total 
capitalization of about $7 million. Despite considerable damage 
done to the EPZ by the April 29 cyclone, recovery has been rapid, 
and the Bangladesh Government plans to establish similar export 
zones in other parts of the country. A Dhaka export processing 
zone is scheduled to open within the next year. 


Investment experiences within Bangladesh vary considerably. As an 
example, Lever Brothers, a British-Bangladeshi joint venture 
producing sundries and cosmetics, has managed to turn profits of 
over 50 percent in the past few years. By contrast, difficulties 
brought on by Bangladesh's restrictive drug manufacturing laws 
have forced Squibb to cease operations. The company is now 
looking for a Bangladeshi buyer. Experiencing difficulties of 
another sort, Kafco, an international consortium set up to 
establish a fertilizer plant near Chittagong, has been unable to 
obtain previously agreed-upon investment guarantees from the 
government. As a result, the project's future is now in question. 


The U.S. Overseas Private Investment Corporation (OPIC) provides 
insurance to most U.S. firms operating in Bangladesh and is 


working to generate support for additional U.S. investment in 
Bangladesh. 


Opportunities for U.S. Firms: Sales opportunities for U.S. firms 
in Bangladesh are generally closely linked with donor-financed 
projects, among which projects supported by the World Bank and the 
Asian Development Bank appear to offer the best prospects to 
American business. Projects funded by USAID offer more limited 
opportunities, most in the provision of agricultural commodities 
or in technical assistance. Yet another possibility for American 
firms is to seek technical contracts under the U.S. Government's 
new Trade and Development Program (TDP). As an example, TDP is 
currently financing a $350,000 study of Bangladesh's civil 
aviation sector. Projects sponsored by other countries' bilateral 
aid agencies are less promising, as virtually all bilateral donors 
tie large portions of their aid to home country or Third World 
sources. Nevertheless, even here opportunities may open up if 
Japan (the number one supplier of bilateral aid) and other donors 
reduce the amount of aid explicitly tied to home country suppliers. 


In recent years, U.S. firms have won contracts for sales of 
agricultural commodities, oil drilling equipment, 
telecommunications equipment, power generation and transmission 
equipment, and, in 1989, a large jetliner. Under various 
technical assistance contracts, U.S. consultants have provided 
advice on rural finance, banking and capital markets, road 
rehabilitation, agricultural inputs, water resource management, 
rural electrification, inland water transport, and fertilizer 


distribution. Direct sales of goods to the Bangladeshi private 
sector have been limited. 


Telecommunications probably offers the most fertile ground for the 
growth of U.S. business in Bangladesh. Seeking to overhaul an 
unreliable phone system, Bangladesh Telephone & Telegraph plans to 
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expand and transform its service to digital operations over the 
next decade. If multilateral or untied financing is used to 
support the effort, U.S. telecommunications firms would be natural 
suppliers of the needed equipment and expertise. American 
suppliers are often used, by both the U.S. and Bangladesh 
Governments, to provide agricultural commodities, particularly 
wheat and fertilizer. In the electric power sector, American 
manufacturers have already won contracts to supply poles and 
transformers to Bangladesh's Rural Electrification Program, a 
project designed and funded in part by USAID. Tenders will be 
floated for further contracts as rural electrification is 
expanded. Opportunities may also arise in the development of 
fossil fuel resources, as the Bangladesh Government is encouraging 
multinational firms to sign contracts for exploring and mining 
coal and natural gas, both of which have been found in commercial 
quantities in Bangladesh. The search for usable quantities of oil 


is still under way, with several U.S. and other firms expressing 
interest. 


Raw cotton, textiles, and textile weaving equipment are the goods 
most likely to be in demand by the private sector, as the garment 
and textile trade expands. Although U.S. firms have not had much 
luck gaining a foothold in these markets, Bangladeshi businessmen 
often say they prefer high-quality U.S. products. However, price 
is almost always the deciding factor in procurement decisions, and 
here the Japanese and others have had an edge, even though 
businessmen note that after-sale service on Japanese products is 
often slow and spare parts are expensive. 
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